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STATE OF NEW YORK

STATE TAX COMMISSTON

- - - - - - -

:
In the Matten of Pet i t ion

o f
:

THE CONDE NAST PUBLTCATIONS INC.

fon nedetermination of deficiencles
of fnanchiee tax under AnticLe 9-A
of the tax law fon the calendan
yeane 1967 to  1970,  inc lus ive

- - - - - - - - -

The Conde Naet Publieatione Inc. (rtConde NaEtrr) having

fi l"ed a petit ion fon nedetenmination of deficiencies unden Art-

ic le  9-A of  the tax l *w fen the yeans 1967 to 1,970,  inc lua ive,

and a heaning having been held at the off ice of the State Tax

Conmiesion, State Canpus, Albany, New Yorkr dt which heaning

rf .  R. CoughJ.in, Esq, of Counse3., r.T. Al, l ieonp ComptnoLJ.en,

P. Schenen, Accountant, D. R. Lucae and A. S. PandolL appeared

and the recond having been duJ.y examined and coneidened by the

State Tax Comrn^ission,

It ie heneby found:

(1) Conde Naet ie engaged in the businere of pub-

l iehing sevenal magazinea. Advert ieing in the magazinea waa

sol. ieited and Eenvieed thnoughout the United States fnom off icee

in New Yonkl  Cal i fonnia l  I l l ino ie,  Massachuset te,  Ohio and

Geongia. $ubecniption sales Here eenviced from an off, ice nain-

tained by the taxpayer- in Boulden, CoLonado. Newetand ealee were

dietnibuted by Cuntis Cincul"ation Conp&olr The magazinee were

pninted by independent pnintena located in Dayton, Ohio and

Dee Moines, Iowa on pninting pnesses owned by Conde Nast.
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audit conducted by
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Conporation Tax Bureau, based on a field

its New Yonk City district officer iseued

adjustment and notices of deficiency as

1967  1968 19  69 L9 70

$L92 ,289 .41  280 ,159 . l L  27  8  1285 .  56  L27  r  825 .  r l f
143 ,454 .00  2L7  r546 ,00  232  1684 .  00  I l 4  r 0 l+9 .00

48 r835 .41 .  62 ro l3 .L l -  45 r60 I . 56  13 r776 .11+

Baeed on reports of FedenaL changee subaequently

fiLed by the taxpayen on fonm CT-3360, atatemente of audit

adjuetrnent and additional noticeE of deficiency were iesued ae

foLlows I

L9  67
Tax defieiency $ 1rF6'6?oo

1968
r75T. oo

L969  1970
si-f5f. oo 3iTTf. oo

The soLe item in diepute is the method of alloeating

nevenues fnom advertieing cannied in the taxpayerfe magazines.

The taxpayer included in the numenator of the neceipts facton

the pontion of such adventieing nevenueo baeed on the ratio of

cLncul"ation of the panticulan magazine within New Yonk as compared

to cinculation of the magazine within and without New Yonk

(even5nrhere). The Conponation Tax Buneau adJusted the nunenaton

of the :receipte faetor by including thenein nevenues fnom adven-

tising eontnacte that r.rene soliclted and eenviced by taxpayenre

I' lew Yonk office. This involvee those ca6es whene the contnact

waa negotiated through the lrlew York off,ice and the adventieent

dinectly on thnough ite adventj.eing agencyn dealt with the New

Yonk offLae with rcspect to its nequinements unden the eontnact.
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The neceipts facton ie one patit of the thnee facton

Btatutony fonmula consistLng of (I) neal and tanglble pensonal

propertyr  (2)  receipte and (3) wageg. Business income is

apportioned by a bueineee allocation percentage consieting of

the avenage of euch three factonE.

(3) With respect to al locat ion of  neceiptsr  Sect ion

2L0.3(a) of  the tax law pnovidee that the neceipts facton is to

be deternined by:

"(2) ascertaining the percentage which the receipta
of the taxpayer r . . anising duning such peniod
fnom

(A) eal,es of its tangible peneonal. property whene
ehl.pments ane made to pointe lrithin this statet

(B) eer"vices penforned within the state,

(C) nentaLe f,nom pnoper:ty situated, and royalties
fnom the uEe of patents ora copyrighto within the
stater Bnd

(D) all othen businese neceipte eanned within the
stater bear to the total amount of the taxpayenfs
neceipter siniJ.anly cornputed, arLsing duning such
peniod fnom all EaLes of ite tangibJ,e pensonal
pnopenty, aervicea, nentals, noyal.t ies and al-L
othen businese tnanEactioneI whether' within on
without the Btatei f r

The State Tax Comsriesion heneby

DECIDES:

(A) Recel,pts fnom adventising contnacte constitute

other bueinege neceipte in aceordance with Sect ion 2L0.3(a)

(2 ) (D)o f the tax1aw.Thanece ip ts inques t ionwer reeanned

in New Yonk Eince the contnacts were negotiated through the

taxpayerra New York office and the adventiserst nequinenente

under the contnacte hrere handled thnough guch office. The

\
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receipta lrere not neceived fnom the readens of the nagazi.nea,

but fnom the adventieers' whoee only contact witn the taxpayers

r^raa the New York offiee. It is noted that the taxpayen fi led

income or fnanehise tax netunna onJ.y in thoee etatee whene it

was actuaLly doing busineee. Thene ie no indication that the

taxpayer fiLed neturng ln thoee etatee whene its nagazinee were

nereJ.y being circulated.

(B) The not icee of  def icLency as Bet fonth in (2,

above are affinmed, together with inteneet in accordance with

Section 1084 of A:rticle 27 of the tax Law.

Dated: Albanyt New Yonk

thie 25t ln day of  February L975.


